Implications
for USDOT
Policies

Several participants at the regonal meetngs expressed their frustration at what
they regarded as alack of coherert mutually supportive national pdicies that
apport the intermodal fransportation infrastructure that iz vital 1o the health of
ports and to our Mation's economic compettveness. These mpeakers observed
that it iz monumentally espenave to meet corrdor fransportation demands and
there is neither the awareress nor the fimrand al commitment to address thern. At
every meetng it was pointed out that our country is already imp acted by new
eastiwest frade corndors, and that the ciies that are gateways to these cori-
dors—and are traversed by herm—don't have te resources to irwest in the new
infrastructure that is meeded. Fort indu sty representatives noted that e LS.
Treasury receives $1.50 billiorn annually in tax reverues from goods handled by
L5 ports and continued investrent in our ports is essent al to ensure that they
rermain competitive in te dobal econory and act as a vital component of our
natiornal security infrastructore.  Under—ikmestrment in tese faclites and the
trareportat on infrasbucture that serves thern, was seen az a national problem
that will take national money to correct

Questions relating to the private sector share of project investment and imp act
i tigation were frequenty raised at the outreach meetings. Many of the people
present thought that those parties who profit directly from freight movernents
ought to pay for mitigating the negative imp acts o those movernents. For exam-
ple, parties responahble for gererating and carnang the freight handled by ports
should pay for mitigating the adverse imp acts of that freight as it is trareported
through other remores ard States. The private sector share of the money to
offset these negative imp acts would come from the steamship lines, commercial
motor carfers, and the railroads. Even inirstances where federal furds wall not
constitute a major portion of project finarcing, mary particip ants believed that
federal funds and federal particip aton would be essential informing project p art-
nership = by being the magret that could draw the parties and furding sources
toaether.

Ar interesting analogy was raised concerming diferences in the approach of
trarep ortat on equipment rmarnfacturers and carviers to public authorites on
aviation izsues versus the approach to public authorities on port izsues. The air-
craft marufacturers were walling to talk to the airport community to enzure that
their rew generatons of planes could land at as many airports as posable. The
aircraft rarofacturers also wert to the aidires to determire their respective reeds
for equipment fleets and servce routes. The Federal S ation & drninistration
Absequerd v used costf benefit analvses to determine the prorities for airport
infrastucture irvestrments under the Sirport Improvermert Program.  Participants
azked thatif vessel marifacturers and steam ship lines are demarding that the
ports and public as well az private frareportation provders make major
infrastucture improvements, wouldn't there be a way for the Federal Government
to conader amilar irvestmentsfor ports and acoess for those ports? Dunng the
meetings it was noted that there iz much more cooperation between airport
planrers, plane marnufacturers, airlines and airports than there iz in the mantme
industry.
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Some attendees at the meetngs called for the
Federal Government—trough the Dep artments of
Transpartation ard Defense—to take an actve role in
the decigon making process that determires the loca-
tons of LS. bub ports that wall serve megazhips
Goverrment commitments will be partcularly effective
it ifluercing the port terminal investments ard con-
tracts made by big steamzhip lires. Those attendees
conterded thatf e Federal Gowernment doear't take
affirmnatve steps, and megaships parts are located in
other countries or ofshare, then the United States wall
become both economically and militanly dizadvan-
taged. Other particip ants offered an oppoang point of
view—that the Federal Government should not attemnpi
to select ports for development as megaship hubz—
and these decidons should be left irstead, to the
marketplace.

Mary of the representatves from the maritirne and
international frade industy alzso questioned how they
could be expected to address isaues in a coordinated
fashion when there haan't been an effectve intearation
of programs ard funding sources within USDOT and
other agendes. |n the vew of mary meetng partici-
parts, f the Federal Government iz senous about pre-
sering the Maton’s compettive edae in frade ard an
adequate platform for military deplovment then
Federal agendes auch az USDOT ard DOD will have
to make dedaore o how Fansportation investments
are going to be made to accomplizh these objectives
Farticip ants believed that a lack of coordination
betueen users and customers in the mantme industry
iz compourded by urcoordinated Federal programs
and the lack of fundsz for sestemic frareportation
improvernents, such az portrelated freight movements
These problems reault from an abserce of centrality in
Federal policy, ard separate furding sources that are
overly restrictive in project eligbilite

The feedback from the regonal meetings clearly
called for Federal agendes to provde a planning
framewatk for economic analyas that could assess
implicators of larger scale, corndorbazed transp orta-
ton improvernents. By uaing a framework based on
cost! berefit analyas, agencies could make sure irvest
ments are not frostrated at some distant point by quar-
anteeing a furding steam for projects that were shown
to be mentorious. These analyses would corader
trareportat on investrnents based on project agnif-
carce in terms of domestc and irternational traffic.
Apnother ariterion would be the p artnerships that the
corndor users created to matdh public and prvate
furding for rareportation improvements. Loan quar-
antees could be carmarked to enaure that when local
money was commithed to the project, Federal money
would be there,

Fort ard other transportation industry particaparts
recoanized the dilermma in not wantng port rationaliza-
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ton o natonal frarep ortation planning, but warting
the Federal Government to set praorities for major
trargportation investments. Those at the meetings
ackrowdedaed that such Federal overaght had been
required in the past for programs such as the Interstate
Highreaw Systern, aviation, ard ports and wateraays,
but were concerned nonethel ess about the conse-
quences of a process that might not see merit for their
out programs of operations due to an inabilite of the
Federal Government to adequatel v assess local factors
Transportation professonals at the State and local lew-
elz and in the private sector agonize over the develop-
ment of costf berefit ratios that would scale their
requests on te bass of being in the national interest
Meeting participarts asked i, in addition to provding
money for large scale capital improvements, the
Federal Government could create incentives to reward
public ard quaz-public entties for becoming more
trarep ortation efficient

&t all of the regonal meetings, those in atterdance
recognized that there are difficulties in determining
which projects the Federal Government should partici-
pate in, what levelz of Federal investment should be
made, which izaues should be conadered when we
coordinate ard allocate cur limited resources, ard how
the Federal Government’s program can be coreolidat
ed to provide more meaningful irvestments. [nlaving
out a ratonal processfor making investments, these
partidpants pointed out that the political process repre-
zenits an unpredictable element Those who would rely
on a ranking process would have to assume that logc
wall carry the daw when making their case. While those
commentng noted that making a sourd case for infra-
structure irvestment was essent al, this acton alore
would not quarantee access because there are local,
State, and national paolitical processes irvalved—each
wath their ouwn sets of unique and sometimes corflicing
phorites. Concerted action would have to be taker on
hoth analytical ard political processes if sourd, quant-
tatively-based frameworks for project investrment are to
be approved.

Some of the meeting particparts called for Federal
podicies that would allow more flesible use of reverues
derived from the Harbor Maintenance Tax, These
paridpants were aware of the uncertain statuz of the
Harbor Maintenance Tax following a Jure 3 decigon
by the Federal Circuit Court that found the tax to be
unconstitut onal when levied on export cargo. But
those at the meetings also pointed cut that the amourt
of revenues colected by the Harbor Mairtenance Tax
and depoated in the Harbor Maintenance Trust Fund
erceeded the expendituresfrom the Trust Furd for
mairtenance purposes. The Trust Furd was projected
to have a aurplus erceeding $800 million at the erd of
Fizcal Wear 1996, and attendees questoned why these
revenues couldn be spent oninfrastructure imp rove-



ments. Rezardless of the furding mechanizm that is
uzed, industry representatives called for the LS, DOT
to provide a more logcal user-based fee to eliminate
the dizp arity betuween donors ard donees and greater
flewibility to finarce other improvem ents necesatated
by arowth

Those atterding the meetirgs also urged that addi-
tional sources of reverwe, sudh as Custors reverues,
be made avallable for making infrastructure improve-
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ments. K transportaton infrastructure iz required o
hardle the international frade products entering the
Urited States, particip ants questoned why portions of
these trade reverues could mot be used for infrastue-
ture improvemernts, including irland cornections and
corfidors that can be directly linked tointernational
port traftfic. These people adwocated that more of e
fees and duties collected at the ports cught tobe
returnied to the ports that collect tem.



Summation

I thiz era of dwnamic developmerts in franspartation, USDOT iz reviewing its
responabilites to its corcttuerts in the formalization of pdicy dedaormaking
coordination of irterstate actvities and funding  In the course of the four regonal
meetings beld arourd the country, many particip ants uraed the Federal
Goverrmert to assume the roles of primary analvst advocate, and partrer on
izales involving major ransportation investments occasioned by megaships calling
on .5, ports ard other next generation vessels, such az FastShip Afdantic, now
in the planning stages. The USDOT was encouraged to develop analytical frame-
works ard processes for prariiang transportation investments of regonal and
national agnificance, ard to provde medhanisms rough which tese iwest
ments could be made. Federal agencies were asked to embrace mutually support
ive policies that are more senatve to the demands of the marketplace and pursue
approval processes that are based on project merits and are comp aratively free of
poitcal intervertion.

The regional meetings on projected inageases in international freight move-
ments produced the foll cuang general corcluaons

# There are numerous infrastructure, requlatory, insttutional, operatonal, ard
techno omeal izaues ard cpportunities that may impact L3S, ports and the
inland irtermodal fransport systern az a reault of aanficant changes in ship
dedan ard operation

# The development of a safe and efficient internatonal intermodal frade trans
port systern wall Fequire a coordinated set of actons irvoling a wide range
of parties and institutors, both public and private.

#+ |nthe abzerce of a central autharity tasked with overall responahility to
address the challerges of inoreased intermodal movements of international
freight the achievernent of 3 coordinated set of actions would benefit from
contnuous attention to these issues, rather than the perodic and digaointed
revens and appraisals

Meetng particpants suggested that the Federal Government could come to the
table with a porffolio to look for common solutions and bring all of the parties
together who would have an interest in the project ard would be agked to make a
finandal commitment Where there are common interests on fransp artation
izaues, the USDOT was asked to take the lead and getinvolved with its corr
sttuerts and other Federal agervies. Several partcip ants cautioned, however,
that aryy partnership of govemment with buaness requires that the prvate sector
stay committed to the cause, ard that thiz was 2 hard commitment to secure.

Those atterding the regonal meetings noted that the Federal Government also
could play an important role by providing conastent information about what iz
going on elsewhere in the country. Farbcpants observed that good infor mation
amply it passed on to them about what planning and irvestment srateges
beirg emploved in other regons or States. Thiz deannghouse functon would
erital several componerts, induding irformation on transportation statistics,
poicy staternents, rulemaking acivtes, best practces, and educational
opporun tes
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The dvnamics of a custom er-driven marketplace with
developmenrts auch az megaship service, faster shelf-tor
shelf movement and superior service create ever-
increaang demands for our fransp ortation sestemn.

The common question faced by ocean carners, ship-
pers, port and rail operators, fruckers, and fransporta-
tion ageney representatives iz how to provide franzs
portation service to address these needs and meet the
challeraes that lie ahead. Comples izsues are irwolved
and there iz no ange solution that can be applied.

M are of the problerns that need 1o be resolved wall
require congresaonal acton Many wall require acton
by several Federal agencies. There are only a limited
ruurmnber of issues that can be addressed solely from the
perspectve of the LS. Departrent of Transportation

Fart of the problem liez in the prolferation of regu-
lationz and mull-agerey overaght There are very dis
jointed processes at Federal, State ard local levels, and
among public and private sector aroups Stakehalders
it freight fransportation need tofird waws to cooper
ate better out of self-interest The meeting paricpants
called for the Federal Govemment to assstin the plan-
ning process by creating medhanizms to bing freight
ismies to the table. & verwe is reeded for onaoing dia-
loque that will get the private sector invalved in freight
policy developrment  Federal agercies must address
the performance expectations of military and commet-
cial custorners through outreack, educator, techrical
asaistance, ard ool aboration.

Mext Steps

To address te comiples 1zsues raised by the intror
duction of larger ships and more internatonal freight
into the transportaton systern, the USDOT wall under-
take two new intatves Orne of these “reut steps wall
involve a 'Waterwraws Transportation M anagement ik
tative led by the LS. Coast Guard and the Maritinme
Sdministraton The second initative will be 2 compre-
herave shudy by the Federal Highweay Sdministration
FHWSY with azastance from other USDOT cperating
administratiors, that will addresz Mational Highway
Svstern [ntermodal Conrectors Performance and
Meed z Evaluation

Urder the LISDOT W aterwaws Trarep ortation
Marnagernert intative, te LS. Coast Guard ard e
Mantire Sdministraton will woek to improve an inbe-
aral component of our national frareportation s
terr—the safety and efficiency of our ports and water-
ways, Waterawans Transportation Managerment wall
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foouz on policy coordination at the national level ard
acton at the local portlevel. &dequate infrastructure,
including charnel ard berth depths, nav gaton infor
mation, port fadlites, intermodal cornectiors ard
information management to accommod ate all dasses
of marine vesselz—including large cortairer vessele—
are among the waterwavs isaues encomp assed within
thiz iritatve. The Waterwavs Trargportation
Managermnert inibative will begn wath 2 senes of
regonal outeach meetngsin e Spring of 19938 to
zolicit input from transportation stakehalders

The Mational Highway Swestern (MHS) Inermod al
Cornectors Performance and Meeds Evaluation Study
wall compile irform ation on the MHS cornections to
major passeraer ard freight irtermmod al terminal = that
were idertified by the FHWA i cooperaton with the
States and submitted to Corgressfor approval in May
1996, These conrectiors totaled 2032 miles and
served 1407 termirnals of which S00 were freight ter-
minals Because very limited information exists on the
conditions and performance of tese MHS interm odal
conrectors, the FHWS iz propoang a study—uith
azastance from other USDOT cperatng administra-
tionz-that will:

13 Evaluate highveay infrastructure conditon of
Mational Higheay Systern (NHS) conrectons to
major intermodal terminals,

21 |dertfy improvermn ents that have beern made or
are being plarned for intermodal cornectiors
and idertfy impediments to making imnprove-
rents o then.

3 ldertify other mion-kigheay infrastroctore, requla-
tory, irsttutional and operational impedinmenits to
interrnodal fermninal access.

The draftng of a work plan for the MHS Intermodal
Cornectors Performance and Meeds Evaluation Study
began inJanuary 1998, and a report on the sudy fird-
ings iz planmed for the summer of 1999,

These niext steps wall address the infrastructure, requ-
latory, and insttutonal 1ssues Faised by the dramatc
increases projected for indernational freight from both a
landade ard waterade transportation perspectve, and
build upon the Inform ation qained through the recent
round of megaships outreach meetings, The
Dep artrient of Transp ortation believes that these
actors represent a reasonable and timely responze thal
iz in keeping with the wishes of its constituents and i1
responabilites az 2 steward of our nation's fransporta-

tion sestern.



Appendix A
Baclkground
Information

Thia lednivoed ol presenfa bodfrgrouind tnforrofion o i
tit fodte et of megoahiea ord e cosegreires for rmorfref o
tickasfy brenda, projecfed tmporia ot infrosfme e, gvd projee dec
o A ot rongpoefefien cpera fong 1AL resouine e sl meos
prepaired for de po-Eapenks of ghe four et ool reeiings by
LS00 a pitiet pod eoimd fovf foir fhe rreooahip schy Vicheimeose-
Zonplvey il e (VEM), o diviaon of TromSpafers Corporation, Me
Jodin Wieheirren of VM asned oo fod fiator for the fiof doy’a
charuamoins of sonh of the reotonod reee s, onod relied wpon his
rrcteriod in leadling growp diamoasions of thease famea,

MARKET & INDUSTRY TRENDS CWERVIEW

Introduction

Thiz backaround secton provdes an overvew of frends relating to world and
L5, container trade with an emphazs on U5, &4ante, Pacfic ard Gulf Coast
ports. 1t presents current inform ation on the pheacal dharacten stics and
projected utilization of nest gereration containerships. Other agnificart trends
are identfied in the areas of terminal infrastructure, waterade acoess, larndade
access, terminal operatons ard shipping logstics

Eetween 1991 and 1995, world cortainer ade grew at an incredible rate of
9.5% per wear, reaching mare than 134 million twenbefoot equivalent container
units{TE 21 in 1995, Growth in e LS. frades has been somewhat lower but
shll entremely rapid, at B.0% per wear to reach more than 21 million TEUs in
1995, Waorldwade growth isforecast at a CAGE of 8.0% trough the wear 2000
and total .5, garoweth isforecast at 7.58% thvough 2010,

The leading world ports in 1995 were Hong Kong (12,5 million TEUZ),
Singapore (10.8 million TEUZD and Kaokaung (5.2 million TEUZ, Long Beach
Ca, the leading .5, port ranked seventh Smong U35, ports, the leaderzin
1995 were Long Beach (2.8 million TEUS), Los Snaeles, 58 2.6 million TEU S

Ganadia/J. 5 Port Container Trathic (TEWs), 1'776

1. Long Beach 2067,2% 11, Houston 704,451
2. Los Angalkes 2882802  12. Pert Everglades 701,281
3. New YorddNew Jeraey 2200,500 13, Miami GG, 798
4. San Juan {PR) 1,540 824 14, Savannah G50,253
S, Oahinted 1,495,200 15, Yareouver (BC) 36092
€. Soattle 1,472,554 16, Jaokaorwille 315,043
7. Hamptan Roads 1,141,357 17. BaHimormn 474 816
8. Charleston 1,078,200 18, Honolub &3, 044
g, Tacone 1,073,471 10, Hallax 02T
10, Morriresl §52,530 20, Anchonage 331,770

Foaree A4 SA, 1587
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.5 Containerized Tonnage Forecast
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and Mew Yok Mew Jersey (2.3 million TELS).
Sccording to recert 1996 figures, Long Beach has
clirnbed to 3.0 million

TEUsz and Loz &naeles traffic has increased to nearly
2.7 million TEU=

Atlntic Coast Ports

Locking at &fantc ports the 1996 leaders in terms
of TEU = are Mew Yaork)/Mew Jersey (2,269, 500,
San Juan PR (1,640,624, Hampton Roads, W
(1,141,357, Chadeston, SC (1,075, 5900, Montreal,
Huebec (G52, 530 Fort Evergdades, FL (701,251) ard
Miarni, FL (556,795 Between 1985 ard 1996,
Slantc ports arew at a combined Compound Snnual
Growth Bate (CAGRE) of approsimately 4.6%, which is
lowser than the warld rate and dighlly lovwer than the
aoverall LS. rate of B.0%. Some porte—p articularly
Hampton Boads Charlestory, Port Everdades, Miami
and Jacksormille, FL—arew at o near double-digit
rates it thiz period, while others enperienced moderate
arcath or stable traffic. Forecasts by DRI MeGraws
Hill{DRED suggest that twe Allantc ports are poised for
more rapid growdh, with Northeast ports{Maire to
Virgna) projected at an agaregate £.6% CAGE and
Southeast ports(Marth Carolina to Flond a) projected at
an agaregate ¥.6% CAGRE.

Pacific Coast Ports

Locking at'West Coast parts the leaders behind
Laong Beach and Loz &naeles (2.8 and 2.6 million
TEUs respectiveld are Dakland, C& (1.5 million
TEUz), Seatle, "W (1.5 million TEUS), Tacom a, W

a4

(1.1 milliorn TEU =), Honduly, HA (0.8 million TEU 2
and Vancouver, BC (0.5 million TEU 2. Total West
Coast container frade reached 11.4 million TEU = in
1995, Between 1985 and 1995, West Coast ports
arew at a combined CAGE of 7.9%, whidh iz close to
the woHdd rate ard agrificarty better than the overall
1.5 rate of 6.0, Mostports more than doubled
their container volurmes in this period, with the
strongest arowth in Long Beach, Los Angeles,
Tacora, Warcouwer, BC and Forland, OF. Future
valurnes through the Morthwest ports(Oregon to
Blagdea) are forecast at a CAGE o 7.2%, while
Soutrwrest ports {0 aklard to San Diego) volumes are
forecast at a CAGHK of B.3%.

Gulf Coast Ports

Locking at Gulf Coast ports, the 1996 leadersin
termz of TEU = are Houstor, Tw {794, 000, Weracrz
Mewico{Z65,000) Mew Orleans, LA 261,000,
Gulfport M3 {153,000 Freepart Baharnaz (43,000,
Lake Charles, LA 34,0000 ard Fernanding (32,000
Betueen 1985 and 1995, Gulf Coast ports arew at 2
combined CAGE of approsimately 3.3%, whidhis
lower than the world rate and the overall LS. rate of
B.0%. Some porte—partioulady Hou ston and Gulfport
—erpenerced strong arowth in thiz penod, while
others remalred stable or lost container tafhic.
Farecasts suggest that the Gulf iz poised for a major
upturn in cortairer traffic due to containenzaton of
bulk cargo, ircreased rade with Mewico, Latin &merica
and South Srmerica, and other factors, with arowth
rates posably reaching az high az 13.1% arnuallyw



MEXT-GEMNERATION VESSELS
ANLD MARKET PENETRATION

Tomove these increaang valumes, some shipping
companies have ordered larger, faster vessels. Ore
advartage iz that with increaang aze ard mpeed, the
trareport cost per TEW dot iz reduced—provided that
these dots are filled with reverue cargo. B of
Movernber 1996, the larae majonty of vessels in the
woHd container fleet were in the "Feeder” clazsiless
than 1000 TEU ), The 36 megaships (vessels in excess
of 4,500 TEUS) in service accounted for only 1% of
the total fleet by rumber. However, 45 megaships are
currently on order, representing 5% of the order book
and about 15% of the rew capacity on order.

Recent and planned deployments through 1997
include g@x ships by the shipping line COSCO, 5 by
Hanjin and 5 by Hyurd ai, all in ekcess of 5,000 TEL =
The largest iz the “Fegna Maersk™ daszs at b,000
TEU= These vesselz wall be deplosved in the Far
Easzt/Facific ard Far East/European trades. In addition
to the plarned 1997 deplovmerts, there are another
28 megaship orders, ircluding P+ 0 Nedllowd s order
for ax containerships with capadties of 6,674 TEU=—
the largest in te world.

Impacts of Larpger Yessels

I 1990, less than 6% of .3, containenzed cargo
wasz handled on ships of 4,000 TEUs of mare. By
2010, almost 305 12 projected to be handled on ships
i the 4,000 to 6,000 TEU class, with more than 9%
i the 6,000 to 5,000 TEU clazs 1t rust be empha-

aAzed that these are masimum flmures assum ine

"urcoretrained” conditionz—that i5 they assume that
(a) the infrastucture would be available to hardle these
veszels, and (b that carners would fird it profitable to
deploy them on LS. itneranies. To the extent that
these asaumptions are not proven out, the share of
carzo handled by megaships would be less

Faorts that can accommodate megaships arein a
poaton to capture thizs market However, " mmaller™
zhipz i the Panamas 2, 500 to 3,999 TEL class are
forecast to mairtain their current share (36%) of cargo.
In 1990, these ships moved more than 29 million
TEUz to and from .5, ports just by maintaining
share, their total tornage will more than quadruple to
128 million TEUz in 2010, making e the rost
heavlyused clazs of zhip in LS. services. Thizis orifi-
cally importard, because it suggests that ports that can
accommodate these ships ot not megazhip Sowill
conbnue to play a major role in future LS. shipping
and that there are major corsequences for fransporta-
ton troughputfacing the majority of U5, ports that
wall mot be called upon by megazhips

Containership Size Limits

The phyacal and operational characten stics of ships
chanae az their cap ad ty increases, placing increasang
dern ands on nav gation dhaneels, port infrastucture
and landade access cap abilites. “Farnamaw” vessels
(e larges that can tranat the Panama Canal) average
296 feet in lenath ard rot rmore than 106 feet across
the bearn, wath a draft just owver 39 feet The largest
“Post-F anam ax™ ships in the fleet today average
arounid 925 feet it lergth and 125 feet across te
bearn, with a draft of over 43 feet Looking at four of

Forecast Share ot U. 5 Containerized Tonnage by Vessel Type
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.5 Containerized Tonnage Forecast—Fanamax vs. Post-Panamax Vessels
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the rewest megashipe—the Reaing Maersk, Hanjin
Lardon, Hyurd ai Indeperdence ard &FL C-11 clase—
the masimum lenath (1049 feed and beam (140 feed
belong to the Reana Maerd, while the masimum
draftz {46 fee are shared by the other three vessels
HOW i Europe has proposed a 5,000 TEL ship that
iz 1,099 feet in lergth

Much laraer vessels are technically feasible.
However, between 7,000 and 5,000 TEUs it will
become increazngly difficult for containerships to
make required speed (24 knots or more) uang today's
ange-enare propulaon swsterns Thiz barrier may be
overcome trough advances in propulaon setern s and
hull deaan, or by adding a second propulaon shaft
With a second shaft vessel cost can jurnp drarnatically
but the cost per TEU dot can be minimized by making
the ship azlarge as the new propulaon cap acity
allows, Ik fact P+0 Containers has raised the idea
that the laraest avg e-propulacn vessel (zay 7,500
TEU = could be doubled in capacty to 15,000 TEU=
by adding a
second propulsion shaft they apire that “the ship 1z a
flight of fancy ... but such a ship is within the current
state of the shipbuilder’s art

O ther factors mayw be more agnificant in sethhg 2
maximurn containership @ize. First iz there a deploy
ment scenario that would allow a shipping company to
keep the ship full enough and in motion aften enouah
to payfor itself? Second, can wou find water suff-
ciently deep to meet wessel deplovment requirernents?
Third, can wou find a ferminal to handle it? Fourth,
can wou afford exterdve fransshipment and landade
rail and tuck frargportation to serve markets outade
wour ports of call? Withircreaang vessel aze, the

]

deployrent opticns and potential ports of call become
sharply imited, and at some paoint it becomes uneoor
romic for ports, the LS. Army Corps of Engineers
and others in the freight movernent chain to improve
their access and irfrastructure to servce these vessels,

[t rmay be hard toimazne much use for a ship larger
than 3,000 TEU = or drafting more than 46 feet due
to the limited neranes these shipz would have and
the chanrel depth coretraints that would have to be
overcome. Buthistory iz deady azainst auch limit
seting Ten wears ago, few imagined a 6,600 TEU
veszel, and todav it izurder corctructon It iz posable
that certain highetraffic corridars fe.a, Hong Kong to
Lorg Beach)'Los Anageles or Seatlle) Tacoma) might
zee vessels larger than 8,000 TEU = in pendulum
servces of hub-and-mpoke shatemes

Dther Yessel Technologies

Eeades megazhips there iz another important trend
in containership developmert—very fast container
ships, zuch az FastShip Adantc and Japan's
TechroSuperLiner The rmext fews vears vall be impor-
tant in determining the peretraton of these techrolo-
ges ard merdces into the marketplace.

Fleet Capacity

Finally, the extent of mew shipbulding raises the
queston of potertal overcap acity. There are about 4.8
milliocn TED dotsin the existing fleet With 1.1 million
TEU dots in vesselz (of all azes) on order, the capadty
of te word fleet will soon be ircreased by 225, Wil
the market be able 1o absorb thiz new dot capacity?
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Mavigation Channek

Fanarnan vessels tpically draft 35 feet Sllowing 2
feetfor wvertical ship movernent and 2 feet for under
keel cleararce, these ships require a 42400t charnel.
With FostF arnarn an vessels, draft increases to arcumd
42 feet fully loaded) ard a 46400t charnel is required.
With megaships masirmurn fully weightloaded draftis
estirn ated at 46 feet requinng a S04aot channel.

Farts that can provde chanrel depths approaching
S0 feet o more are cleady advantaged, as they can
hardle bizavilyloaded megaships as the sde LS. port
of call, ar az the firstinlast oot call o a uli-port
mrace. For certain services rwalvng shallower-draft
or less than fullyloaded vessels), a d5-foot draft may
be adequate.

It appears that drafts less than 45 feet will not be
afficient to hardle megaship services. Ewen 2o,
shallower-draft &4 antic ports should do well over the
nest teo decades because: (1) smaller vessels are
projected to hardle the majority of tonnage trough
2010; (2 lightloaded megaships can call at these ports
ot secord infout servoes, ard (30 overall demard for
container cap acity in the & 4artic iz expected to neady
triple by 2010, wath the laraest share of carao in the
Fanamax vessel dazz fwhich can be accommodated at

shallower drafts).

Atlntic Coast Ports

Locking at current permitted navgation charnel
depths at &4 ardic cortairer ports, three—Halifas, NS,
Baltrmore, MD ard Hampton Boadz—provde naviga-
tion chanrels at or below S0 feet However, the
deepest berths at these ports are 47 feet at Halifax,
45 feet at Hampton Roads and 42 feet at Baltmore.
Several Sldantc ports{induding Mew York, Charleston
and Savarnak, G&) are planning to deepen their
charirel s ard bertie

Pacific Coast Ports

The West Coast has four ports at 50 feet o deeper:
Seatle, Tacoma, and Vancouver, BC, in the north ard
Long Beach in the south. To reach 50 feet main
chanrel improvements would be needed in Los

Snaeles (5 feet, Oakland (5 feed ard Partland {10

AT

feeh to handle fully-loaded megaships. The meed for
improvern erts to turning bagare to handle longer ships
could alzo be Magered. Lozbngeles haz a project
underway to deepen to S0 feet Oaklard iz alzo talk-
ing about the reed for S0 feet However prior
dredaing in the Bav area has been difficult due 1o
errormertal and permiting izaues

Gulf Coast Ports

Mo container port on the Gulf Coast provdes 50
feet The Houston Ship Charnel 15 currently at 40 feet,
with approval to deepen to 45 feet Mew Odeans has
a 45 foot main dhannel with 35 feet atits container
berths, ard haz ro plans to deepen. Gulfport provides
36 feet ard haz no plans to deepen

TERMINAL DESIGNAND
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Wharf Cranes

&z cortairer ships have become laraer and wider,
whatt cranes have evolved to serve these vessels
Fanamax crares (ess than 144 feet autreach) serve
Fanamax vessels (106 ft beam, with up to 13 corr
tairer rows across the beam)  PostFP anam as cranes
(1dd-155 feet cutreach) serve vessel s between 13 and
16 containers wide.

The first megaship s were deaaned with 0.0 meter
beamz(about 16 containers wide) and could be
hardled by the largest Post-Fanam axn cranes
However, the emergence of wader megazhip deaars
forced the development of the Bevord Post-Fanamax
BPP) crane (areater than 153 feet outreach) to handle
17-wade and 15-wade ships

In 1995, Fanamas cranes dominated wath world
crane population (7 7%), while BFF cranes accounted
forjust 3%. This i= charang rapidiy—locking at
deliveries from 1996 through 19958, BFF cranes
represent 447, with Panamax at 3006 and Post
Fanaras at 23%. This trerd iz even more pro

rounced in Morth Smerica; with BPF crames
represeniting 55 of BB deliveries (3355

How many BPP orares will it take to unload 2 mega-
zhip? This deperds on a rumber of variables including
the gz of te vessel, percent of vessel cargo to be
offloaded) | oaded, productvity of the cranes ard the
amount of trme the vessel can remain at berth. [h pore
mal services, a ship makes several callz and



